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The  Functions  of  a  Claim  Department. 


We  are  all  engaged  in  the  same  general  line  of  work — 
namely  insurance.  If  we  listen  to  what  other  people  think  of  us 
we  learn  that  the  Socialists  refer  to  us  as  parasites  while  scmie 
eminent  economists  say  that  insurance  onnpanies  are  aids  to 
production.  Naturally  we  prefer  the  latter  cognomen  as  being 
more  euphonious,  in  better  taste  and  as  giving  us  the  more  re- 
spectable standing  in  the  onnmunity  and  business  affairs  generally. 

A  natural  question  is — ^Wfaat  is  Insurance?  Have  you  ever 
thought  of  this  ?  George  Richards,  formerly  instructor  of  insur- 
ance law  in  Columbia  University  and  the  New  York  Law  School, 
says  that  guarding  against  the  loss  of  property  or  future  earning^ 
which  a  casualty  or  accident,  such  as  shipwreck,  fire  and  prema- 
ture death  or  disability  will  entail  may  be  accomplished  by  the 
means  of  a  general  fund  obtained  by  the  imposition  of  a  propor- 
ti<mate  contributicm,  called  a  premium,  upon  many  who  are  ex- 
posed to  the  c(»nm<m  hazard,  out  of  which  the  few  who  actually 
suffer  may  be  indemnified. 

Insurance  is  the  system  for  distributing  losses  of  this  charac- 
ter. The  original  meaning  of  the  word  "insurance"  is  to  make 
certain — to  make  sure.  It  is  not  trespassing,  therefore,  upon 
the  characteristics  of  the  pedant  to  say  that  indemnity  is  the 
more  correct  term  for  the  business  in  which  we  are  engaged  than 
insurance.  As  a  matter  of  fact  Webster's  International  Diction- 
ary— the  Century — ^Black's  Law  Dictionary  and  Words  and 
Phrases  (a  work  put  out  by  the  West  Publishing  Company)  all 
use  the  expression  "compensate  or  indemnify"  as  the  basis  of 
their  definiticms  of  the  word  instu-ance. 

The  oldest  form  of  insurance  is  that  of  Marine  Insurance. 
This  seems  to  have  originated  in  Rhodes  and  to  have  been 
adopted  by  the  commercial  cities  of  Italy  and  by  the  Towns  of 
the  Hanseatic  League  between  the  12U1  and  14th  centuries.  As 
a  matter  of  historical  interest  Hanseatic  League — or  the  German 
Hanse  or  Hansa  was  a  medieval  confederation  of  cities  one  time 
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numbering  about  ninety,  with  affiliated  cities  in  nearly  all  parts  of 
Europe  for  the  promotion  of  commerce  by  sea  and  land,  and  for  it? 
protection  against  pirates,  robbers,  and  hostile  governments.  At 
the  height  of  its  prosperity  it  exercised  sovereign  powers,  made 
treaties  and  often  enforced  its  claims  by  arms  in  Scandinavia, 
England,  Portugal  and  elsewhere.  Its  origin  is  commonly  dated 
from  a  compact  between  Hamburg  and  Lubeck  in  1241,  although 
commercial  unions  of  German  towns  had  existed  previously.  The 
League  held  triennial  general  assemblies,  usually  at  Lubeck.  The 
last  general  assembly  of  six  cities  was  held  in  1669.  Insurance 
was  introduced  into  England  in  the  i6th  Century.  Casualty  In- 
surance, as  we  understand  it,  is  of  recent  OTigin. 

The  causes  which  led  up  to  the  liability  insurance  business 
cany  us  back  to  economic  conditions  and  practises  of  many  years 
ago.  The  law  of  torts  is  the  foundation  upon  which  liability 
insurance  rests.  The  basis  of  our  tort  law  dates  back  to  approxi- 
mately 1,500  years  B,  C.  In  the  Book  of  Exodus  we  read  in  the 
19th  verse  of  the  21st  Chapter— "If  a  man  shall  open  a  pit,  or  if 
a  man  shall  dig  a  pit  and  not  cover  it,  and  an  ox  or  ass  faU 
therein,  the  owner  of  the  pit  shall  make  it  good  and  give  money 
to  the  owner  of  them,  and  the  dead  beast  shall  be  his."  In  the 
igAx  and  20th  verses  of  the  24th  Chapter  of  Leviticus  we  read : 
^And  if  a  man  cast  a  blemish  in  his  neighbor  as  he  hath  done  so 
shall  it  be  done  to  him— breach  for  breach— eye  for  eye— tooth  for 
tooth."  The  i8th  verse  of  the  same  Chapter  says  "and  he  that 
Idlleth  a  beast  shall  make  it  good— beast  for  beast"  We  have 
seen,  therefore,  that  tiie  theory  of  recompense  for  wrongs  done, 
or  torts  committed,  is  of  ancient  origin.  Insurant  is  of  nmdi 
more  recent  development. 

There  was  very  little  tort  litigation  prior  to  1833  when  the 
En^ish  parliament  passed  an  Act  creating  a  system  of  factory 
inspection  and  relating  the  hours  of  labor.  This  was  due  to 
the  discontent  of  the  working  classes  with  the  conditions  under 
which  they  had  to  toil,  and  since  that  time  one  change  after 
another  has  been  made  by  statute  to  broaden  or  break  down  the 
defenses  of  the  employer  against  actions  arising  out  of  injuries 
to  his  employes  while  in  the  course  of  their  work,  and  in  other 
ways  to  ameliorate  the  conditions  of  the  working  class. 

It  was  wdl  settled  at  common  law  that  no  actkm  for  damages 
would  He  where  an  injured  person  died  inmiediately  as  a  con* 
sequence  of  injuries  received  by  the  wrongful  or  negligent  act 
of  another.  It  is,  however,  worthy  of  comment  that  prior  to 
and  at  the  time  of  the  discovery  of  America  the  North  American 
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Indians  had  a  common  practise  of  recompense  for  wroagiui 
kiUmg  of  eitiier  inflicting  a  penalty  or  punishment  npoa  die 
wrong-doer  through  a  blood  feud,  or  of  compounding  the  wrong 
by  a  present  of  wampum,  arms,  trinkets,  or  other  forms  of  satis- 
faction with  the  relatives  of  the  deceased. 

The  fact  that  no  civil  action  survived  for  damages  fcur  death 
caused  by  wrongful  act  was  due  to  the  theory  that  the  negligent 
killing  was  a  crime;  it  was  a  personal  wrong  and,  therefore, 
gave  no  right  to  a  civil  ronedy.  Fcmnerly  a  suit  brought  upon 
tills  cause  entailed  perscMial  di^^race  to  the  man  so  sued. 

Another  reason  assigned  for  the  lack  of  a  compensation  for 
wrongful  killing  was  that  the  common  law  was  reluctant  to  esti- 
mate the  pecuniary  value  of  human  life,  but  this  objecticm  could 
have  litde  of  the  ordinary  hard  reason  of  the  law  in  its  support 
and  it  was  making  a  sentimental  scruple  of  more  might  than 
justice. 

To  remedy  this  condition  the  Fatal  Accidents  Act,  known  as 
Lwd  Campbdl's  Act,  was  passed  in  1846  in  England.  Thotig^ 
this  Statute  did  not  affect  the  usual  defenses  of  the  ^ployer  in 
case  of  accidental  injury,  it  did  give  a  new  right  to  the  heirs  or 
personal  representatives  of  the  deceased  employe,  conferring 
upon  them  tiie  same  right  of  action  that  he  would  have  had  had 
he  survived.  The  idea  was  quickly  accepted  in  this  country  and 
practically  every  State  shortly  afterwards  passed  a  similar  law. 

In  1837  Lord  Abinger  in  deciding  the  case  of  Priestly  vs. 
Fowler  announced  tiie  common  law  as  bearii^  upon  an  incited 
contract  of  service  between  employer  and  employe,  and  set  up 
the  defense  of  the  negligence  of  a  fellow  workman  as  a  bar  to 
recovery  on  account  of  injuries  received  by  an  employe. 

It  is  beUeved,  of  course,  that  the  doctrine  of  cooinum  eoi- 
]doyment,  or  as  it  is  generally  known — the  defense  of  fellow 
servant — 'has  always  been  an  integral  part  of  the  common  law.  It 
had  not,  however,  been  announced  until  the  case  of  Priestly  vs. 
Fowler  was  dedded. 

In  1841  the  Supreme  Gnirt  of  South  Carolina  adopted  the 
same  doctrine  as  the  English  Court  of  Exchequer,  and  held  that 
a  fireman  could  nc^  recover  against  a  railway  company  for  in- 
juries caused  by  the  n^iligence  of  an  en^^neer. 

It  is  not  apparent  from  the  report  that  the  decision  in  the 
case  of  Priestly  vs.  Fowler  had  come  to  the  attention  of  the 
South  Carolina  Court,  and,  therefore,  the  two  decisions  may  be 
regarded  as  reflecting  the  independent  opinions  of  the  Judges  in 
England  and  the  United  States. 
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In  1842,  however,  Chief  Justice  Shaw  delivered  a  famous 

judgment  in  the  case  of  Farwell  vs.  Boston  and  W.  R.  G>rpora- 
tion,  following  to  a  certain  extent  the  opinions  expressed  by 
Lcwrd  Abinger,  and  establishing  with  certainty  the  same  doctrines 
in  the  United  States.  These  two  cases  have  probably  given  rise 
to  as  much  discussion  as  any  other  in  English  and  American 
jurisprudence. 

In  the  early  days  when  comparatively  few  men  were  em- 
ployed by  the  master  each  workman  knew  the  other.  Constant 

association  with  him  enabled  him  to  Icam  the  others  habits,  his 
peculiar  characteristics  and  to  become  acquainted  with  his  family. 
Under  these  ccwutiticms  it  was  not  unreasonable  to  require  the 
workman  to  assume  the  risk  of  the  negligence  of  the  men  widi 
whom  he  was  thrown  into  such  close  contact. 

The  enlargement  of  business,  however,  and  changed  business 
omditions  made  the  applicati<Hi  of  this  doctrine  an  absurdity. 
The  extensive  railroad  institutions  witfi  hundreds  and  thousands 
of  men  engaged  in  their  work  at  points  widely  separated  did, 
under  the  application  of  the  fellow  servant  rule,  result  in  a  freight 
handler  in  New  York  being  held  to  assume  the  risks  of  the 
negligence  of  a  carloader  in  Buffalo  whom  he  did  n<^  know,  and 
had  never  seen. 

No  keen  powers  of  deduction  are  required  to  make  it  possible 
im  the  man  of  average  intelligence  to  understand  that  &e  rule 
was  too  great  a  hardship  for  tiie  workman  to  suffer  under  modem 
developments. 

Another  onnmon  defense  entering  into  a  substantial  propor- 
tion of  master  and  servant  cases  was  the  defense  of  assumption 
of  risk.  As  stated  in  the  opinioti  of  the  case  of  Harrison  vs. 
Central  R.  R.  Company.  "The  servant  when  -he  undertakes  to 
perform  any  particular  service,  assumes  as  a  part  of  his  con- 
ventimal  obligaticms  &e  ordinary  pa^ils  which,  in  the  nature  of 
things,  are  incident  to  such  service."  This  same  doctrine,  of 
course,  was  laid  down  in  the  case  of  Priestly  against  Fowler,  to 
which  I  have  before  referred. 

The  third  most  prominent  defense  is  that  of  contributory 
negligence.  This  defense  also  was  laid  down  by  Lord  AWnger 
in  the  case  of  Priestly  against  Fowler  when  he  stated  ''the  mere 
relation  of  the  master  and  the  servant  never  can  imply  an  obliga- 
tion on  the  part  of  the  master  to  take  more  care  of  the  servant 
than  he  may  reasonably  be  expected  to  do  himself/' 

This  would  imply  that  the  servant  would  not  be  entitled  to 
a  recovery  on  the  ground  of  contributory  negligence  due  to  his 
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selection  of  inqiroper  af^liances  when  proper  ones  were  furnished 
—due  to  his  failure  to  assure  his  own  safety  by  the  adoption 

of  usual  precautions — or  due  to  his  disregard  of  instructions, 
warnings,  rules,  etc 

Please  observe  Aat  this  very  brief  review  of  the  a>mmon  law 

touches  upon  only  the  three  main  defenses  to  which  the  master 
was  entitled,  and  does  not  go  into  third  party  cases  mainly  be- 
cause tile  idea  of  liability  insurance  originally  cont^plated  <»ily 
employers  liability.  The  other  branches  of  the  business  are  of 
later  development.  Such  questions  as  inspection,  repair,  agency, 
instructions,  delegable  and  non-^elegable  duties,  etc.,  are  more 
or  less  correlative  with  the  ibret  main  defenses  whidi  have  been 
discussed. 

Before  leaving  this  subject  it  would  not  be  out  of  place  to 
make  a  brief  statement  of  two  doctrines,  one  of  which  has  beoi 
considered  of  enough  importance  to  have  been  lat^  incorporated 
into  statute  law. 

In  Illinois  for  a  number  of  years  the  doctrine  of  ooaiparative 
negligence  prevailed,  according  to  which  die  Courts  attmipted  to 

apportion  the  fault,  and  if  a  preponderance  of  evidence  seemed 
to  be  chargeable  to  the  employer  to  award  damages  in  a  corre- 
spcmding  amount  The  rdie  seems  to  have  been  first  upgi^ed  in 
an  employers  liability  case  in  Chio^o — ^N.  W.  Railway  Company 
vs.  Sweeney.  While  this  rule  is  not  now  recognized  in  Illinois 
it  was  continually  followed  until  1886. 

In  theory  a  system  of  awarding  damages  in  propwtion  to  the 
comparative  negligence  of  the  two  parties  involved  is  not  un- 
fair, provided  the  technicalities  now  met  with  in  the  treatment 
and  handling  of  negligence  cases  are  removed*  We  are  face  to 
face  at  all  times  with  technical  rules  of  pleading  and  evidence. 
An  error  of  only  trivial  importance  on  the  part  of  the  plaintiff 
or  the  defendant's  attorneys  has  in  altogether  too  many  cases 
resulted  in  a  m^carriage  of  justice.  As  I  have  said  before  tte 
doctrine  of  comparative  negligence  is  recognized  at  the  present 
day  in  several  States,  and  will  be  found  even  in  the  compensation 
act  of  the  State  of  California. 

The  other  doctrine  is  one  which  has  not  frequently  been  in- 
voked in  master  and  servant  cases,  it  being  rather  more  applicable 
to  claims  arising  out  of  injuries  sustained  by  passengers  while 
bdmg  transported  by  common  carriers.  The  doctrine  bears  the 
technical  term  of  RES  IPSA  LOQUITUR  which  literally  trans- 
lated means — the  facts  speak  for  themselves.   The  effect  of  the 
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s^licati<m  of  this  rule  was  to  shift  the  burden  of  proof  from 
the  plaintiff  to  the  defendant. 

As  stated  by  La  Batt  in  his  treatise  on  master  and  servant — 
"The  rationale  of  tiiis  doctrine  is  that  in  some  cases  the  very 
nature  of  the  action  may  of  itself,  and  through  the  presumpticm 
it  carries,  supply  the  requisite  proof.  Its  essential  import  is  tiiat 
on  the  facts  proved  the  plaintiff  has  made  out  a  prima  facie  case 
without  direct  proof  of  negUgence." 

Let  me  give  you  an  iUustration  which  will  make  this  subject 
a  little  more  clear.  If  a  person  is  riding  as  a  passenger  in  a 
street  railway  car,  and  that  car  comes  into  collision  with  an  ash 
cart  owned  by  the  City,  and  as  a  result  of  that  collision  the 
IHU»sa^|er  is  injured,  ihm  it  is  necessary  for  him  <»ly  to  establish 
that  he  was  a  passenger  in  the  car ;  tiiat  the  car  came  into  colli- 
sion with  the  cart  and  that  he  was  injured.  The  burden  of  prov- 
ing their  freedom  from  negligence  rests  upon  the  defendants.  A 
person  mterested  in  daims  will  naturally  make  sure  before  any 
claim  is  settled  that  the  mjured  person  has  submitted,  or  can 
submit  evidence  which  tends  to  establish  his  freedom  from  fault 
«ad  the  liability  of  the  defendant,  or  Insured,  by  some  negUgent 
act  of  omissicm  or  commission. 

While,  as  I  have  stated  above,  the  rule  is  more  generally  ap- 
plied in  actions  against  common  carriers,  it  is  laid  down  in  the  case 
of  Houst(m  vs.  Brush  that  the  presumption  that  it  raises  is  really 
based  <m  the  act  or  occurrence  and  not  alone  on  the  amtractual 
relations  between  the  parties.  The  rule  has  been  held  to  apply 
where  a  brakeraan  has  been  knocked  off  a  moving  car  by  the 
fall  of  a  rail  fran  another  car  in  front  of  him  on  account  of  de- 
fects in  the  car;  i^ere  a  i»ece  of  coal  flies  from  the  tender  of  a 
passing  train  and  injures  a  section-hand  who  is  standing  at  a 
reasonable  distance  from  the  track;  where  a  wire  carrying  an 
dectric  current  breaks ;  where  a  quarry  car  having  no  brake  is 
suffered  to  escape  and  run  wild;  where  a  scaffold  cdls^[>ses, 
especially  at  a  tim.e  when  there  is  no  weight  on  it  beyond  what 
it  is  intended  to  bear ;  where  a  ladder  breaks  under  ordinary  use. 

The  purpose  in  calling  to  your  attention  these  two  particular 
doctrines  is  to  show  the  ^orts  that  had  been  made  prior  to  the 
enactment  of  liability  laws  to  render  more  easy  to  the  workmen 
a  recovery  for  accidental  injuries  received.  The  two  rules  dis- 
cussed were  scffioe  of  the  mediums  used  to  accon^lish  this  end. 

A  perusal  of  the  decisions  in  various  cases  decided  in  this 
country  will  indicate  that  the  tendency  of  our  courts  was  to  place 
upon  the  master  a  higher  degree  of  care,  and  generally  to  broaden 
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his  lialHlity,  whereas  in  England  the  tendency  was  to  limit  the 
liability  of  the  master  and  to  place  upon  the  shoulders  of  the 

workmen  the  burdens  incident'  to  industrial  accidents. 

Constant  agitation  on  the  part  of  the  labor  element  in  this 
country  and  the  first  evidences  of  a  differoit  attitude  on  the  part 
of  the  legislators  and  tiie  public  in  graieral,  resulted  in  stmt 
early  statutes  being  passed,  which,  while  more  in  the  nature  of 
penal  than  civil  statutes,  nevertheless  formed  the  ground  work  for 
many  of  the  liatnUty  statutes  which  followed  them. 

This  system  of  tort  law,  while  unsatisfactcMy  in  many  re- 
spects, proved  adequate  to  meet  the  condition  which  existed, 
particularly  considering  the  fact  that  the  relations  existing  be- 
tween the  master  and  servant  were  more  intimate  then  than  now ; 
that  there  were  fewer  inherent  dangerous  additions  in  manufac- 
turing and  transportation  than  unhappily  exist  at  the  present 
time.  A  substantial  amount  of  the  work  in  manufacturing,  agri- 
culture and  commerce  was  done  by  hand,  <^  with  the  aid  of  sin^e 
and  comparatively  harmless  appliances.  England  was  to  some 
degree  still  an  agricultural  country  and  the  United  States  largely 
so. 

Our  big  sted  mills,  huge  manufacturing  i^ts,  our  exten- 
sive railroad  system  and  our  prmninent  engineering  corporations 
are  creatures  of  the  present.  The  remarkable  progress  in  the 
19th  century  in  the  development  of  labor  saving  machinery,  trans- 
portation fadltties  and  engineering  are  such  that  if  our  fore- 
fathers of  one  hundred  or  more  years  ago  were  to  return  to  a 
present  day  sight,  they  would  doubtless  feel  as  if  they  were  in  a 
world  different  from  that  in  which  they  had  lived.  They  would 
see  trains  capaWe  of  makmg  a  speed  of  sixty,  miles  an  hour  cm* 
more,  to  say  nothing  of  the  speed  of  automoWles  and  motorcycles ; 
they  would  talk  to  their  friends  at  distances  of  hundreds  of  miles 
over  the  telqphcnie  and  telegrs^ ;  they  would  see  clothing  made 
in  a  day  where  formerly  the  manual  labor  required  probably  one 
week  for  the  same  article  to  be  produced.  We  could  show  tfiem 
huge  printing  presses  turning  out  thousands  of  newspapers  an 
hour,  where  formerly  the  stow  process  of  the  hand  press  would 
require  more  than  a  montii  to  produce  that  hour's  woric 

All  of  these  conditions  had  their  effect  upon  the  relation 
between  master  and  servant.  With  the  advent  of  labor  saving 
machmery  came  the  increased  hazard  to  the  worker.  As  the 
machinery  became  more  complicated,  so  also,  and  in  equal  pro- 
portion, did  the  danger  to  the  life  and  limb  of  the  w<M*men  go 
hand  in  hand  with  it.   The  kindly  feeling  of  the  employe  toward 
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the  master  became  tinged  with  bitterness  as  the  labor  saving 
machinery  made  it  necessary  ior  him  to  seek  otiier  fields  of 
activity,  and  as  the  avarice  of  the  employer  increased  with  his 

profits  realized  from  the  cheapening  of  the  manufacturing  pro- 
cesses. 

As  all  lines  of  business  expanded  many  independent  manu- 
facturers combined  to  form  our  present  day  corporations.  The 
kindly  word  to  which  the  workman  was  accustomed  from  his 
employer  he  no  longer  received.  The  employer  gradually  lost 
interest  in  the  family  and  personal  affairs  of  the  wwker,  and  Iht 
direct  contact  with  the  laborer  was  had  only  by  the  foreman  or 
higher  priced  manual  worker.  The  employer  himself  became 
engrossed  in  arrar^ng  details  for  the  floating  of  bwds  and  per- 
fection of  trade  agreements. 

Gradually  the  labor  man  himself^  following  the  lead  of  his 
mployer,  ga&ered  his  fettows  to  himself  and  f<Hnied  labor 
unions.  The  activities  of  these  labor  unions  were  dcwninated  to 
a  large  extent  by  demagogues  and  men  of  their  stripe.  The 
diange  in  the  character  of  the  newspapers,  in  their  methods  and 
operations  but  added  to  the  discontent  felt  by  the  workmen,  who 
no  longer  hesitated  to  bring  a  claim  against  the  employer,  or  to 
use  other  means  to  get  what  he  had  been  taught  to  believe  was  his 
due. 

Many  able  and  some  unscrupulous  lawyers  following  the 
trend  of  the  times  saw  the  opportunity  for  profit  to  themselves 
in  fostering  litigation  based  on  torts.  The  number  of  suits 
brought  against  the  anployer  rapidly  increased  so  tiiat  the  well 
equipped  lawyer  was  prepared  to  respond  immediately  to  any 
call  he  received,  whether  from  information  given  him  by  labor 
<tfganizations,  new^N^ers,  police  departments  or  physicians,  and 
devoted  his  time  and  attentkm  to  admimsterii^  to  tbe  needs  of 
the  suflFering  toiler. 

Originally  these  lawyers  were  called  ''ambulance  chasers'* 
but  the  ttm  is  no  kmger  apf^caUe  because  tht  cheapening  of 
the  cost  of  automobiles,  and  the  speed  permitted  by  them  makes 
it  unnecessary  for  the  shyster  to  chase  the  ambulance  any  longer. 
He  usually  arrives  at  the  hospital  before  the  ambulance  gets 
there. 

Formerly  the  newspapers  of  the  country  derived  the  greater 
part  of  ibmr  promts  from  the  price  of  the  newspapers.  Some 
anall  sums  were  received  for  printii^  such  nmtters  of  infcmna- 
tion  as  the  arrival  and  departure  of  trains  and  boats — advertise- 
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mcnts  for  lost  heirs— court  notices  «i  dissolution  ptoceedinga— 
foreclosures  and  other  similar  matters. 

The  daily  newspaper  was  not  of  the  type  which  we  now  see 
printed  in  aU  the  cities  and  spld  on  the  comer.  The  great  im- 
petus to  the  publication  of  newspapers  seems  to  have  had  its 
inception  in  the  beginning  of  advertising  campaigns  by  mer- 
chants. Undoubtedly  Mr.  Stewart,  one  of  our  most  successful 
general  merchants,  was  the  originator  of  our  present  day  exten- 
sive business  advertising.  He  placed  considerable  advertising 
matter  in  the  columns  of  several  of  the  newspapers,  and  by  that 
attracted  many  people  to  his  store.  In  advertising  his 
bargains  he  also  increased  the  siae  of  the  newspapers. 

There  was,  however,  concurrent  witfi  the  increase  in  the  size 
of  the  newspapers  an  effort  made  to  increase  the  sales  by  Ae 
introduction  of  scare  headlines  in  large  type  and  by  catering  to 
the  sensation  loving  public  PubUshefs  sought  to  obtain  more 
reading  matter  and  the  reporting  of  accidents  to  employes  and 
the  public  was  resorted  to  so  that  for  some  years  past  it  has  not 
been  possible  to  pick  up  a  newspaper  without  seeing  the  details 
of  some  manufacturii^,  street  or  building  accident.  Such  de- 
tails  were,  in  keeping  with  the  times,  closely  watched  and  foUowed 
up  by  the  champerters. 

A  small  portion  of  the  legal  profession  kept  abreast  of  pro- 
gress by  furnishing  to  the  people  injured  the  means  of  securing 
compensation  for  the  injuries  Aey  had  receircd  without  tiie 
necessity  of  investing  any  money  in  retainer  fees.  The  returns 
secured  by  lawyers  from  these  cases  in  the  early  days  were,  m 
Ac  main,  more  substantial  than  tiiey  had  been  able  to  realize 
from  other  lines  of  business,  and,  due  to  the  fact  that  &e  majority 
of  the  cases  were  settled,  rather  than  decided  by  litigation,  the 
returns  were  reasonably  quick,  excepting  in  unusual  cases. 

Gradually  the  lawyers  brandied  out  by  associating  with 
themselves  doctors  of  meagre  ability  and  more  limited  practise, 
but  who  devoted  themselves  so  far  as  they  could  to  the  interest 
of  th^  business  they  could  secure  from  lawyers  rather  than  to 
Intimate  medical  and  surgiGal  practises. 

Immigration  was  coming  to  tfiis  country  in  a  constantly  m- 
creasing  tide.  A  large  number  of  people  were  coming  over  from 
Russia,  Italy,  Germany,  Austria  and  other  countries.  In  1884 
the  first  compensation  act  was  made  effective  m  Germany  to  be 
followed  three  years  later  by  a  similar  act  in  Austria.  These 
workmen  had  been  used  to  being  paid  a  percentage  of  the  time 
^ley  had  lost  fma  their  work  00  account  of  accidents,  and  they 
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could  not  understand  why  they  were  not  entitled  to  the  same 
treatment  here.  This  was  especially  true  of  men  who  had  been 
wc^king  in  such  industries  as  minii^,  navigation,  railroad  trans- 
portation and  other  of  the  more  dangerous  occupations. 

The  principle  of  compensation  had  been  known  in  these  in- 
dustries in  Europe  for  over  a  century.  It  was  but  natural,  there- 
fwe,  that  these  people  should  e:q>ect  money  when  they  were 
injured  in  this  country,  and  I  believe  tfiat  this  is  one  of  the 
causes  of  the  development  of  such  a  large  number  of  claims  in 
this  country,  which  has  been  more  or  less  overlooked  by  those 
who  have  studied  the  subject  In  any  event  claim  adjuster 
who  does  not  believe  that  the  majority  of  claimants  arc  dis- 
honest will  accept  this  view  with  comfort. 

In  1872  a  law  relating  to  the  r^^uiation  of  mines  and  provid- 
ing penalties  for  vidation  thereof,  or  for  wilful  failure  to  oomply 
therewith,  and  rendering  persons  so  offending  liable  for  all  dam* 
ages  resulting  from  such  violation  or  failure,  was  passed  in 
California.  Similar  laws  affecting  the  operation  of  railroads 
and  mines  were  placed  upon  the  statute  books  in  other  States,  and 
a  small  step  forward  to  our  present  condition  was  taken. 

The  conditions  of  economic  unrest  culminated  in  1880  in  the 
passage  of  iht  Employers  Liability  Act  in  England ;  this  act  be- 
came effective  in  1881.  Five  years  later  the  State  of  Alabama 
followed  the  lead  of  the  English  Parliament  and  placed  a  lia- 
bility statute  upon  the  books,  and  Massachusetts  was  next  in 
1887.  Do  not  OMifuse  these  liability  statutes  with  the  laws  giv- 
ing a  right  of  action  for  death  because  the  purposes  of  the  two 
kinds  of  exactments  were  different,  as  I  hope  has  been  made 
clear  to  you.  One  State  after  another  followed  suit  until  there 
were  comparatively  few  States  which  did  not  have  a  law  in  opera- 
ti<m,  and  so  the  sts^e  was  set  for  the  b^[inning  of  liability  insur* 
anc^  in  the  United  States. 

The  numerous  claims  which  were  being  made  and  enforced 
in  the  cities  enabled  the  Eno^loyers  Liability  Assurance  Corpora- 
ti<m  in  tlie  year  1886  to  offer  to  employers  tiie  means  of  protecting 
themselves  against  fraudulent  and  dishonest  claims,  and  the 
means  of  reducing  to  a  certainty,  instead  of  suffering  from  a 
steadily  growing  uncertainty,  the  cost  of  taking  care  of  those  who 
unfortunately  sustained  bodily  injury  by  accident  in  their  plant 

The  first  liability  policy  was  written  in  this  country  in  1886 
in  the  State  of  Wisconsin  by  the  Company  I  have  alluded  to,  and 
the  idea  of  the  business  was  quickly  taken  up  and  gradually  ex- 
panded     o&itr  companies. 
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The  early  form  of  liability  insurance  contract  had  very  few 

points  in  common  with  our  present  day  policy,  and  I  purpose 
briefly  to  outline  some  of  the  old  conditions  and  clauses  and  com- 
pare them  witii  our  present  day  contracts. 

One  of  the  first  employers  liability  policies  reads  after  this 
fashion: 

"Whereas  ha-einafter  called  the  em- 


ployer, by  an  application  dated  189  ,  the  state- 
ments in  which  the  employer  warrants  to  be  true  and  agrees  shall 
be  incorporated  herem,  has  applied  to  the  com- 
pany, hereinafter  called  the  corporation,  for  an  indemnity  against 


claims  for  compensation  for  accidental  personal  injuries  caused 
to  employes  while  engaged  in  the  employer's  work  at  the  place 
or  places  mentioned  in  the  Schedule  hereto,  and  has  paid  to  the 

Corporation  the  sum  of  Dollars  as  the  

premium  for  such  indemnity,  for  calendar  months 

from  the  day  of  at  noon,  which 

premium  is  based  upon  the  estimated  yearly  pajrroU  of  the  em- 
ployer, amounting  to  $  

NOW,  it  is  hereby  agreed  as  follows : — 

That  the  Corporation,  in  so  far  as  regards  accidental  personal 
injuries  caused  during  the  above  period,  will  pay  to  the  employer, 
or  his  legal  representatives  all  such  sums  for  which  the  trnfioytr 

shall  become  liable  to  his  employes  by  virtue  of  the  Comm<xi  Law, 
or  of  any  Statute,  subject  to  the  following  limitations 

"VEHICLE  CONTRACT.  To  be  attached  to  and  form 
part  of  Policy  No  issued  by  the  (COMPANY). 

In  consideration  of  the  application  for  this  Contract  and  of 

 Dollars  the  COMPANY  hereby  extends  the  above 

mentioned  policy,  subject  to  all  the  Agreements  and  Conditions 
thereof,  saving  as  herein  specifically  provided,  to  all  sums  during 

 months  from  noon  of  189  ,  for 

which  the  Insured  shall  become  legally  liable  for  accidental  per- 
sonal injuries,  fatal  or  otherwise,  sustained  by  any  person  or 
persons  whomsoever  other  than  employes  of  the  Insured,  caused 
by  or  resulting  from  horses  or  vehicles  used  by  the  Insured  if 
engaged  in  his  business,  and  if  in  charge  of  the  Insured  or  of 
his  own  employes. 

Provided,  however,  that  the  limit  of  nSMky,  under  this 
clause,  in  respect  of  any  one  person,  shall  be  FIVE  THOUSAND 
DOLLARS,  ($5/X)aoo)  and  that  the  total  amount  of  liability 
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shaU  not  exceed  TEN  THOUSAND  DOLLARS  ($io,cxx).oo) 
during  the  period  covered  under  tins  contract. 

IN  WITNESS  WHEREOF,  the  Corporation  tes  caused 
these  presents  to  be  signed  by  its  authorized  Manager,  acting 
under  power  of  attorney  this  day  of   189 

This  contract  will  not  be  valid 
until  countersigned  by  the  duly  au- 
thorized Agent  of  the  Corporation 
at   Signed: 


Agent.  By : 

Outside  Liability  Poucy. 

WHEREAS  hereafter  called  the 

Insured,  by  an  application  dated  the  state- 
ments in  which  the  Insured  warrants  to  be  true  and  agrees  shaU 
be  incorporated  herein,  having  applied  to  the  (Company)  here- 
inafter called  the  Corporation,  for  the  following  indemnity,  viz: 
(injuries  caused  by  or  resulting  from  horses  or  vehicles  of  any 

kind  excepted)  and  Ae  sum  of  Dollars,  having 

been  paid  to  the  Corporation,  as  the  premium 

fcM-  this  indemnity,  lor  calendar  months  from  the 

 day  of  »  at  noon. 

It  is  Hereby  Agreed  as  Fosllows: 

That  the  Corporation  will  pay  to  the  Insured  or  his  legal 
representatives  witiiin  one  week  after  l3at  receipt  by  the  Corpora- 
tion of  satisfactory  proofs  of  daim,  aU  sums  for  which  th* 
Insured  shall  become  liable  for  personal  injuries,  caused  as  of  oft- 
smd,  during  the  period  covered  by  the  premium  now  paid,  or  by 
any  renewal  prenaum,  by  virtue  of  the  Cxmaatm  Law  or  any 
Statute,  subject  to  the  following  limitations:— 

In  no  event  shall  the  liability  for  any  one  person  exceed 
 Dollars  ($  ),  and 

In  no  event  shall  the  liability  for  any  one  accident  exceed 
 Dollars  ($  )• 

The  corporation  shall  not  be  liable  for  claims  under  this 

Policy  beyond  the  amount  of  Thousand  Dollars  in  r©- 

spect  of  any  one  period  of  Insurance. 

This  policy  is  subject  to  the  conditions  and  agreements 
printed  herein  or  endorsed  hereon,  whidi  are  made  a  part  of 
this  contract. 
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IN  WITNESS  WHEREOF  the  Corporation  has  caused 
these  presents  to  be  signed  by  its  authorized  Manager,  acting 

under  power  of  attorney,  this  day  of  

Hiis  pdi<7  will  not  be  valid 
unless  countersigned  by  the  duly  au- 
thorized agent  of  the  Corporation 
at   Signed: 

Agent.  By. 

Among  the  General  Agreements  are  some  interesting  clauses : 
"The  Assured  wl^  requested  by  tiie  Corporation  shall  aid  in 
securing  infomtatioa  and  evidence  and  in  Meeting  settlements, 
and  in  case  the  Corporation  calls  for  the  attendance  of  any  em- 
ploye or  employes  as  witnesses  at  inquests  and  in  suits,  the 
Assured  will  secure  his  or  their  attendance,  making  no  diaxge 
for  his  or  their  toss  of  time."  "This  policy  does  not  cover  any 
injuries  caused  by  the  failure  of  the  Assured  to  comply  with  the 
requirements  of  any  law  ox  ordinance  respecting  the  safety  of 
persons." 

**This  policy  does  not  cover  injuries  to  any  diild  employed 

contrary  to  law,  nor  to  any  child  under  fourteen  years  of  age 
where  no  statute  restricts  the  age  of  employment,  nor  does  this 
policy  cover  any  injury  due  wholly  or  in  part  to  the  eii^»k>ymieat 
of  any  such  child." 

Special  Agreements: 

"This  poli<7  does  not  cover  loss  from  liability  f<Mr  injuries, 
as  aforesaid  caused  by  or  happening  in  or  about  any  elevator 
I^nt,  or  by  the  explosion,  collapse  or  rupture  of  steam  boilers, 
unless  such  elevator  plant  and  boilers  are  enumerated  in  the 
sdbedule  hereinafter  i^ven,  nor  for  injuries  to  or  caused  by  anj 
person  unless  his  wages  are  included  in  liie  estimated  wages 
hereinafter  set  forth,  and  he  is  engaged,  at  the  time  of  the  acci- 
dent, in  an  occupation  hereinafter  described." 

''This  policy  may  be  cancelled  by  die  Ovporatimi  at  five  days' 
notice  in  writing.  It  will  be  cancelled  on  the  same  notice  at  Ac 
request  of  the  Assured,  provided  he  is  retiring  from  business 
(H*  suspending  <^rations,  and  the  unearned  premium  will  be 
calculated  and  payable  as  abotve." 

It  will  be  observed  from  this  that  the  interpretation  of  this 
contract  was  not  especially  difficult  because  very  few  cases  arose 
where  it  could  not  be  claimed  that  the  Insured  had  failed  to 
omiply  with  the  requiranents  of  some  law  or  ordinance  respect- 
ing the  safety  of  persons.    The  Claims  Examiner  could  start 
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out  with  the  asstiinpticm  that  the  negligence,  if  any,  was  the  re- 
sult of  such  a  failure  upon  the  part  of  the  Insured,  and  then  pro- 
ceed to  explain  to  the  policy-holder  some  imaginary  conditions 
which  would  make  the  contract  of  scwae  value  to  him. 

All  companies,  of  course,  did  not  follow  this  procedure.  The 
majority  of  insurance  corporations  did  not  want  to  appear  techni- 
cal in  the  interpretation  of  their  contracts,  but  these  obviously 
commodipus  lo(^>holes  for  crawling  out  of  claims  undoubtedly 
did  much  to  retard  the  early  growth  of  the  liability  insurance 
business. 

In  the  Schedule  of  Warranties  there  was  no  statement  by 
the  Insured  that  similar  insurance  had  been  cancelled  or  the 
renewal  thereof  refused  by  any  company  prior  to  the  issuance 

of  the  risk. 

In  the  early  part  of  1897  a  new  form  of  policy  was  put  out 
which  excluded  under  the  heading  of  Special  Agreem^its  lia- 
bility for  losses  arising  out  of  injuries  sustained  before  the  build- 
ings, plants,  etc.,  were  fully  completed  and  accepted  by  the  in- 
sured, or  due  to  alterations,  additions  or  extraordiiuuy  repairs. 
Ordinary  repairs  were  in  a  lat^  policy  defined  as  changes  in 
and  additions  to  shelving,  counters,  or  partitions  and  general 
internal  repairs  when  the  completion  of  the  work  incident  thereto 
did  not  in  any  case  exceed  the  term  of  five  days. 

It  is  interesting  to  note  in  addition  that  the  or^final  pdicy 
limits  were  usually  for  $1,500.00  and  $5,000.00.  This  was  in- 
creased to  the  now  customarily  accepted  standard  of  $5,000.00 
and  $io,ooiyjoo,  but  the  policy  read  in  respect  of  the  limits — ^"The 
corporation  shall  not  be  liable  for  claims  under  this  pdicy  be- 
yond the  amount  of  $10,000.00  in  respect  of  any  one  period  of 
insurance." 

It  is  wdl  to  mark  and  keep  in  mind  the  proirisions  with 
reference  to  cancellation  by  the  Insured.  He  had  that  privilege 

only  when  retiring  from  business  or  suspending  operations,  and 
when  he  chose  to  exercise  it  he  was  permitted  to  do  so  on  a  pro 
rata  basis  less  2$%  for  expenses.  Some  other  policies  provided 
for  cancellation  under  the  terms  of  the  short  rate  table  with  an 
additional  deduction  of  30%  for  expenses.  The  business  of  can- 
cellation by  the  Insured  was  in  those  days  a  profitable  one  for 
the;  Company. 

Some  short  time  afterward  one  of  the  omipanies  excluded 
from  the  coverage  of  an  employers  liability  policy  injuries  re- 
sulting from  the  installati<Hi  of  mechanical  equipment.  During 
the  year  1905,  however,  or  thereabouts,  the  ^auidard  Accident 
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Insurance  Gmipany  removed  from  its  policy  the  dause  rdieving 

them  of  the  liability  in  the  event  of  the  Insured's  failure  to 
comply  with  any  safety  statute.  In  a  measure  this  was  the  be- 
ginning of  an  effort  upon  the  part  of  the  companies  to  broaden 
the  coverage  under  tiieir  policies  as  a  means  of  inducing  bu^c^. 

The  original  automobile  policies  were  endorsements  placed 
upon  teams  policies,  and  were  issued  beginning  with  the  year 
1900.  The  rate  basis  was  different  from  that  employed  at  the 
present  time,  because  Ae  first  use  to  which  autcmic^es  wwe 
placed  was  that  of  livery  and  as  the  cars  were  electrically  driven 
they  did  not  make  high  speed.  Special  agreement  B.  in  a  policy 
issued  by  cme  of  the  Qmpanies  which  first  issued  this  form  of 
insurance,  reads:  "The  premium  for  tiiis  policy  is  based  upon 
the  number  of  drivers  employed  during  the  policy  year.  At  the 
end  of  the  policy  year  the  Assured  shall  report  to  the  Corpora- 
tion tiie  to^  amount  paid  to  drivers  during  the  year  and  the 
average  individual  wages  paid.  If  the  number  actually  cm- 
ployed  on  the  basis  of  this  data  is  more  than  the  number  stated 
in  the  schedule,  the  Assured  will  pay  an  additional  premium  in 
proportion ;  if  the  number  be  less  the  Corporation  will  on  demand 
return  to  the  Assured  a  proportionate  premium,  less  twenty-five 
per  cent,  thereof  for  expenses." 

There  was  no  exclusion  against  the  carrying  of  passengers, 
no  property  damage  endorsments  were  issued  and  odlision  in- 
surance, as  it  is  now  understood,  was  not  Imown.  Some  of  tfie 
points  of  difference  between  the  present  day  contracts  and  the 
dd  contracts  are  that  today  the  insured  is  covered  for  a  stated 
period.  There  is  no  limit  to  the  amount  of  the  policy  excepting 
as  respects  individual  accidents.  There  is  no  deduction  for  tiie 
expenses  made  from  the  unearned  premium  in  the  event  of  can- 
cellati(».  Such  exclusions  as  failure  to  observe  safety  statutes, 
accidantts  due  to  steam  bdler  explosions,  eto.  do  not  appear  in 
present  day  contracts. 

Formerly  the  teams  and  liability  policy  was  designed  not  to 
cover  accidaits  due  to  the  loading  and  unloading  hazard.  If 
such  coverage  was  requested  an  extra  pramum  of  10^  was 
charged  and  an  endorsement  was  placed  upon  the  Policy  to  effect 
the  extension  applied  for. 

Family  driving  was  cmginsUly  permitted  only  by  the  attach- 
ment of  an  endorsement  and  the  payment  of  an  additional  pre* 
mium  to  the  teams  policy.  This  was  due  to  the  fact  that  most 
of  the  policies  sold  covered  business  vehicles  and  not  pleasure 
driving. 
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Let  us  now  ccmsider  tiie  methods  of  tiie  Claims  Departinent 

in  handling  claim  conditions  as  they  then  existed.  There  were 
relatively  few  companies  as  compared  with  the  number  doing 
bo^ness  today.  The  amount  of  business  written  was  small,  the 
total  volume  being  less  than  $10,000,000.00  for  the  United  States 
written  by  all  companies  in  1900  as  against  nearly  ten  times 
that  volume  in  1915.  As  the  business  was  scattered  the  Ad- 
justs* ordinarly  a)vered  a  wide  territory;  the  business  was 
largely  confined  to  the  larger  centers  and  a  few  adjusting  offices 
were  sufficient  for  the  needs.  As  a  rule  the  Adjuster  was  not  a 
highly  paid  man,  and  in  his  work  he  had  the  opportunity  of 
getting  some  ms^ht  into  many  lines  of  budness*  The  necessity 
of  meeting  a  large  number  of  people,  many  of  them  men  of 
substantial  business  means  and  acquaintances,  provided  the  Ad- 
juster with  opportunities  for  drifting  into  other  lines  of  business. 

Tlie  work  was  arduous  because  it  was  necessary  in  tiie  in- 
Testigation  of  accidents  to  interview  claimants  and  witnesses  at 
their  pleasure  and  not  at  the  convenience  of  the  Adjuster;  this 
meant  k>ng  and  uncertain  hours.  From  time  to  time  the  various 
companies  invited  the  agents  to  convene  for  the  purpose  of  dis- 
cussing means  of  furthering  the  business  of  tihe  companies  and 
at  these  meetings  provided  them  with  entertainment  and  in  many 
ways  did  what  they  could  to  keep  the  interest  of  the  producers. 
In  such  matters  the  claim  adjuster  was  not  considered.  It  was 
very  noticeable,  therefore,  that  the  daim  man  was  not  witirdy 
contented  with  his  lot;  he  was  not  disloyal  to  the  Company  but 
he  felt  that  once  he  was  placed  in  a  territory  he  was  forgotten 
imless  something  went  wr<mg  with  an  individual  case,  or  unless 
the  net  returns  from  the  territory  in  which  he  was  operating 
showed  a  loss.  To  a  certain  extent,  therefore,  the  field  adjust- 
ing conditions  were  not  stable. 

Toward  the  claimants  whom  the  Adjuster  was  required  to 
handle  he  did  not  as  a  rule  evince  any  tendency  toward  sympathy. 
Do  not  understand  from  this  that  it  is  my  opinion  that  the  Ad- 
justs should  be  swayed  by  any  such  sentiments  in  the  disposi- 
tion of  claims.  There  are,  however,  times  when  the  Adjuster 
well  knows  that  a  case  without  merit  from  the  liability  standpoint, 
but  where  the  injuries  are  severe,  will  doubtless  drift  into  the 
hands  of  an  attorney  if  a  settlement  is  not  effected. 

When  the  cost  of  the  trial  of  a  case  is  considered  it  is  better 
in  some  instances  to  give  that  amount  to  the  claimant  than  to 
trust  to  the  tmcertainties  attendant  upon  a  set  of  facts  being 
submitted  to  a  jury.  Small  sums  are  not  unwisely  spent  in  dis- 


posing  of  some  of  the  cases  of  this  nature,  and  particularly  where 
the  need  of  the  injured  person  is  so  urgent  that  a  few  dollars 
wisely  spent  at  the  time  of  the  need  would  prove  a  blessing.  It 
is  possible  for  the  Adjuster  to  be  so  tcchnicaUy  right  as  to  be 
dictatorial.  Fortunate  it  is  for  the  companies  that  their  claims 
departments  do  not  practise  the  old  theory  to-day. 

From  this  it  must  not  be  understood  that  the  Adjuster 
formerly  handled  his  cases  like  a  bull  loose  m  a  china  shop  for 
such  was  not  the  situation.  Considerable  ingenuity  was  used  by 
the  Adjuster  in  achieving  his  ends,  but  generally  his  methods 
were  bordering  on  the  crude.  As  a  rule  he  was  irritated  with 
any  interference  or  su^estions  upon  tiie  part  of  an  Agent  He 
did  not  court  the  assistance  of  the  Agent,  nor  did  he  take  the 
trouble  or  pains  to  let  the  Agent  know  what  he  was  doing.  It 
SufiGkxd  for  him  to  handle  the  cfaum  in  his  own  way — to  obtain 
the  information  as  he  saw  fit,  and  to  leave,  feding  that  he  was 
through  with  another  bad  job  which  was  loaded  upon  him  by 
the  fiendish  ingenuity  of  the  Agent  in  digging  up  another  bad  risk. 

In  examining  a  policy  to  determine  whether  or  not  the  case 
was  covered  he  often  turned  first  to  the  occlusions  rather  dua  to 
the  insuring  clause.  To-day  the  method  of  examination  is  re- 
versed, and  the  claims  man  ordinarily  gives  the  Insured  the  bene- 
fit of  any  reasonable  doubt. 

For  a  time,  of  course,  the  companies  prospered,  partly  by 
reason  of  the  high  rates  which  could  be  secured  in  the  early  days 
of  the  business  due  to  lack  of  competition  and  a  misunderstand- 
ing of  what  was  a  proper  basis  for  a  rate,  and  partly  by  reason 
of  the  methods  employed  by  the  Gaims  Department 

It  must  not  be  understood  from  what  I  have  said  that  the 
Companies,  nor  indeed  the  majority  of  the  adjusters  overlooked 
their  moral  obUgations  to  themselves  and  to  others.  The  fact 
was,  however,  that  they  were  engaged  in  a  new  kind  of  business ; 
they  were  meeting  a  new  condition.  There  was  no  precedent  for 
their  work  and  they  were  blazing  their  own  trail  as  they  went 
along.  They  mt  too  busily  engaged  in  the  diflSculties  of  the 
present  to  consider  the  future.  The  resuk,  however,  soon  be- 
gan to  show.  First  the  attorney,  in  endeavoring  to  devise  ways 
and  means  of  meetmg  the  more  highly  specialized  knowledge  and 
methods  of  the  adjuster,  undertook  to  devise  a  system  whereby 
he  would  be  enabled  to  offer  his  assistance  to  dahnants  before 
the  adjuster  was  aware  that  an  accident  had  occurred. 

One  of  the  means  of  accomplishing  this  was  by  private 
arrangement  with  willing  police  officials  who  saw  no  hana  or 
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injustice  in  their  accepting  part  of  the  proceeds  received  by  an 
attorney  for  handling  a  case  which  had  been  sent  to  his  office 
through  their  efforts.  A  large  number  of  attorneys  engaged  in 
this  particular  practise  did  not  ho^er  tiiemselves  to  attempt  ad- 
justments;  they  served  a  summons  and  complaint  as  their  ^first 
move  and  then  took  up  the  question  of  adjustment.  In  many- 
States  this  gave  them  a  lien  tqxm  any  amount  which  was  paid 
out  direct  to  their  client  in  settlement.  They  associated  with 
themselves,  as  I  have  said  before,  doctors  whose  main  business 
it  was  to  see  that  no  injuries  which  might  have  been  sustained 
were  overlooked,  and  that  no  symptoms  which  could  be  construed 
as  a  possible  basis  of  future  suffering  should  be  neglected. 

The  ability  of  the  doctor  to  convince  a  person  who  had 
stubbed  his  toe  against  a  cellar  door  not  flush  with  the  sidewalk, 
that  his  hearing  had  been  affected,  and  that  his  nerves  had  re- 
ceived a  severe  shock,  is  well  known  to  all  of  us.  As  the  claimant 
became  more  impressed  with  the  injuries,  real  or  fanciful,  from 
which  he  was  suffering,  and  as  the  attorneys  impressed  upon  him 
the  large  number  of  substantial  verdicts  whidi  had  hem  raidered 
for  injuries  less  severe  than  he  had  received,  his  hopes,  as  well 
as  his  avarice,  grew. 

As  the  knowledge  of  these  conditions  and  practises  spread 
among  people,  as  the  discusdon  of  large  numbers  of  accidents 
reported  in  the  papers  was  had,  as  the  dangers  to  pedestrians  in 
the  streets  and  passengers  in  conveyances  increased,  so  did  the 
value  of  the  injuries  increase  in  the  eyes  of  the  jujries  who  after 
all,  are  the  public. 

In  sympathy  with  the  increased  cost  of  settlCTtients  the  loss 
ratio  went  up,  and  the  profits  in  the  liability  insurance  business 
went  down  in  spite  of  l^e  frequent  increase  in  rate.  One  State 
after  anotiier  passed  laws  affecting  adversely  the  business.  Some 
of  these  laws,  like  those  passed  in  Massachusetts  and  Ohio,  practi- 
cally established  a  privity  of  contract  as  between  the  injured 
person  and  the  insurer,  and  made  of  no  avail  the  efforts  of  a 
ccmipany  to  avoid  payment  on  the  ground  of  msolvency  of  the 
Insured. 

In  the  history  of  this  business  we  have  now  reached  a  point 
where  a  radical  change  was  to  occur.  The  liability  statutes  had 
served  but  to  increase  the  income  of  negligence  lawyers,  and  to 
distribute  unequally  to  a  relatively  small  proportion  of  the  number 
of  men  injured  the  amounts  which  were  being  paid  out  by  the 
tmfi/ofet  as  a  result  of  caraalties  suffered  by  the  w<»toen. 
The  idea  of  compensation  to  the  injured  person,  irrespective  of 
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fault,  was  beginning  to  take  root,  and  in  1910  the  first  compcn- 
sation  act  was  passed  in  the  United  States. 

A  legend  says  "There  is  nothing  new  in  the  world,"  and 
f  dlowing  this  thcMi^^t  we,  theref ore,  do  not  credit  modem  minds 
with  the  idea  of  comprasation. 

If  you  will  turn  to  the  21st  Chapter  of  the  Book  of  Exodus, 
and  read  the  19th  verse  you  will  obtain  the  provisions  of  the  first 
ccMnpensaticm  act  which  was  ever  passed*  The  old  Mosaic  Law 
provided  "If  he  rise  again  and  walk  abroad  upon  his  staff  thai 
shall  he  that  smote  him  be  quit,  only  he  shall  pay  for  the  loss 
of  his  time,  and  shall  cause  him  to  be  thoroughly  healed."  This 
law  was  not  administered  by  a  anmiissicn. 

We  have  seen  that  the  idea  of  compensaticm  had  been  in 
effect  in  a  few  dangerous  employments  in  Europe  over  one 
hundred  years  ago.  The  first  general  application  of  the  idea 
of  ccmpensation  was  in  Gamany  whidi  passed  an  ac^  in  1884; 
this  was  quickly  followed  by  the  Austrian  Act  in  1887,  to  be 
followed  in  1894  by  the  Norwegian  Act — the  Finnish  Act  in  1895 
and  the  English  Act  of  1897.  To  indicate  the  scope  of  the  move- 
ment for  compensation  it  need  only  be  said  that  up  to  1913  no 
fewer  than  forty-one  foreign  countries  and  provinces  had  passed 
workmen's  compensation  laws.  Here  then  was  a  new  idea  and 
it  found  tibe  claims  adjuster  in  an  aitirdy  different  frame  of 
mind  and  much  better  equipped  from  years  of  practise  to  accept 
it  in  proper  spirit,  and  to  make  it  effective  both  in  letter  and 
intent. 

To  tiie  credit  of  the  Liability  Insurance  companies  be  it  said 
that  but  very  little  antagonism  has  been  created  through  the 

handling  of  compensation  acts  by  claims  departments  generally. 

We  shall  now  revert  temporarily  to  the  work  of  the  Claims 
Man  in  the  Head  Office.  His  duties  are  in  many  respects  similar 
to  and  in  some  respects  very  different  from  those  of  the  field 
adjuster.  Upon  him  rests  the  responsibility  for  watching  over 
the  entire  field  of  operations  of  the  Company,  It  is  not  often 
,  that  he  comes  into  direct  personal  contact  with  the  claimant. 

Frequent  changes  in  the  laws  and  decisions  must  be  known  to 
him  because  legal  as  well  as  local  conditions,  in  addition  to  the 
facts,  have  a  prominent  bearing  upon  the  value  of  the  cases.  The 
Head  Office  man  must  know  for  instance  that  in  Massachusetts 
contributory  negligence  is  an  affirmative  defense  to  be  pleaded 
and  proven  by  the  defendant.  He  must  know  the  age  limit  set 
by  ordinance  or  statute  under  which  any  person  is  permitted  to 
drive  an  automobile.  He  must  know  that  in  Texas  this  matter 
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is  regulated  by  ordinances  because  the  automobiles  are  licensed 
in  the  City  in  which  the  driver  or  owner  resides,  and  not  by  the 
State.  I  could  go  on  and  give  you  instance  after  instance  of 
conflict  in  liie  laws  of  various  localities.  I  could  show  you  where 
the  fact  that  the  courts  in  some  States  follow  generally  the  de- 
cisions in  certain  other  States,  the  value  of  the  case  is  regulated 
by  the  local  conditions  in  the  south  for  instance,  and  the  legal 
decisions  in  the  north,  where  no  case  in  point  can  be  found  in 
the  reports  of  the  State  in  which  the  accident  occurred. 

For  the  benefit  of  those  who  have  not  had  the  necessity  nor 
Ibe  occasicm  to  read  or  fraiiliarize  themselves  with  Ic^  history 
and  as  indicating  somewhat  the  necessary  foundaticm  which  a 
successful  claim  man  must  lay  for  himself  a  momentary  excur- 
sion away  from  the  topic  we  are  considering  would  not  be  un- 
pFofitaUe. 

Louisiana  is  the  one  State  in  this  country  which  follows  the 

civil  law  rather  than  the  common  law.  The  common  law  is  de- 
fined as  that  body  of  law  in  jurisdic  theory  which  was  originated, 
developed  and  is  administered  in  Eo^^and,  as  well  as  in  most  of 
the  States  and  peoples  of  Anglo-Sax<m  stodc.  It  derives  Hs 
authority  solely  from  usages  and  customs  of  great  antiquity — 
from  judgments  and  decrees  of  the  courts  affirming  and  ^forc- 
ing sodi  usage  and  aistom. 

Civil  law  on  the  other  hand,  or  as  it  is  known,  the  Roman 
Civil  Law,  is  the  system  of  jurisprudence  held  and  administered 
in  the  Roman  £nq>ire,  as  set  forth  in  the  codification  of  Justinian 
and  Napoteon.  From  it  we  get  many  of  our  present  1^^  princi* 
pics.  The  Roman  Civil  Law  probably  goes  back  to  450  B.  C 
when  a  commission  was  sent  to  Greece  from  Rome  where  it 
collected  data  necessary  to  draw  up  a  written  code  of  laws.  This 
code  was  later  called  the  twdve  tables.  Subsequoitly  the  legal 
writings  and  opinions  of  the  more  eminent  jurists  and  lawyws 
were  held  binding  upon  the  judges,  and  in  the  year  530  A.  D. 
Emperor  Justinian  appointed  a  commission  to  codify  these  writ- 
ii^  and  opkdom. 

The  result  of  their  digest  of  over  2,000  books  was  put  into 
the  form  of  the  Justinian  Code  consisting  of  about  50  books. 
This  law  was  made  effective  in  France  and  in  the  early  part  of 
die  19th  Century  Napoleon  had  produced  a  code  which  has  since 
been  known  as  Napoleon's  Code.  It  is  accepted  as  law  in  ^-a^- 
cally  all  Latin  speaking  countries. 

Inasmuch  as  the  Civil  Law  has  been  drawn  upon  by  our 
Eaig^sh  jurists  when  occasuon  arose  for  changing  common  law 
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principles  to  apply  to  new  circumstances  and  conditions  of  fact 
the  distinction  between  these  two  systems  of  law  is  of  interest 
historiodly  rather  than  practicsdly. 

Hie  Head  Office  Cbums  man  must  guide  tfie  company  in 
estimates  of  his  outstanding  liabilities  on  open  claims.  Inaccu- 
rate estimates,  or  reserves  not  based  on  a  full  consideration  of  all 
facts  and  conditi<ms  are  likely  to  show  an  underwriting  loss 
where  there  is  a  profit  and  vice  versa.  They  may  cause  em- 
barrassment to  the  company  figuring  on  a  certain  amount  of  out- 
standing liabilities  which,  two  or  three  years  later,  turn  out  to 
be  twice  the  estimate  pku^  upon  them. 

It  cannot  be  expected  that  tiie  Executives  of  a  company 
have  time  to  examine  the  individual  cases  because  in  a  company 
whose  operations  are  large  the  total  number  of  cases  is  corre- 
^xmdingly  large,  and  it  would  be  out  of  the  questiw  for  one 
of  the  company's  cfRctrs,  not  a  claim  man,  to  devote  sufficient 
time  to  them  to  get  an  understanding  of  the  correctness  of  the 
figures  submitted  by  the  examiner. 

The  Exaimner  further  must  see  that  the  men  in  the  fidd 
not  only  furnish  suffident  facts  of  every  kind  to  liable  ^  Head 
Office  to  judge  the  value  of  a  case,  but  he  must  further  in  his 
correspondence  express  to  the  field  men  the  principles  and  prac- 
tices formulated  and  f  dlowed  by  the  comgmy. 

If  tiie  company  is  broad-minded  and  liberal  in  its  dealings 
with  others  that  attitude  will  show  in  the  correspondence  and  the 
adjusters  will  assume  a  similar  attitude  with  those  with  whom 
they  come  into  contact  The  prindi^es  of  the  company  are,  of 
course,  first  promulgated  by  the  directing  officer  or  executive; 
he  in  turn  makes  known  the  attitude  of  the  company  on  various 
questions  to  the  Chief  of  the  Claims  Department,  and  he  in  turn 
passes  them  akMig  to  the  field  men. 

A^an  the  examiner  is  called  upon  to  interpret  and  criticise 
the  policy  contract.  It  is  in  respect  of  questions  arising  out  of 
the  interpretation  of  the  policy  contract  that  the  attitude  of  the 
company  is  most  clearly  indicated.  An  attitude  of  broad^iynded- 
ness  is  quiddy  acquired  and  followed  by  the  field  mm  if  th^ 
are  given  to  understand  that  in  that  they  are  supported  by  their 
superior  officers.  On  the  other  hand  taking  advantage  of  techni- 
calities and  other  forms  of  chicanery  are  as  readily  idtisorbed 
and  as  zealously  carried  out  by  die  field  men. 

When  the  examiner  is  satisfied  that  the  phraseology  of  the 
policy  is  ambiguous,  or  does  not  express  the  intent  of  the  com- 
pany ttoi  bis  duty  pomtB  to  the  advisability  of  takii^  sudi  ma^sera 
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up  with  the  executives,  and  to  further  put  right  the  error  or 
discrepancy. 

He  is  e3q)ected  to  <^>serve  in  his  scrutiny  of  policies  and 
suggest  the  remedy  for  such  an  underwriting  oversight  as  this  :— 

In  consideration  of  the  meritorious  condition  of  the  insured's 
premises  as  disclosed  by  inspection  thereof  based  upon  the  univer- 
sal Analytic  Schedule,  it  is  expressly  understood  and  agreed  that 
the  premium  rate  per  $100.00  of  earnings  of  eixqsloyes  engmed 
in  connection  with  the  work  described  under  statement  No.  4 
of  the  undermentioned  policy,  and  conducted  at  the  premises 
therein  specified,  is  hereby  amended  to  $.985  in  lieu  of  $.92,  as 
written. 

Many  agents  and  once  in  a  while  insureds  call  at  the  head 
ofl&ce  to  take  up  matters  and  they  occasionally  have  some  criti- 
cisms or  suggestions  to  offer.  The  patieiure  and  ingenuity  of  the 
examiner  is  oftai  tried  on  these  occasions  first,  to  satisfy  the 
agent,  if  possible,  and  second  to  do  it  in  such  a  way  as  not  to 
interfere  with  the  adjuster  in  the  field,  nor  to  weaken  his  control 
over  the  affairs  generally  in  his  territory,  nor  to  impak  his 
influence. 

It  being  agreed  that  we  are  all  liable  to  commit  errors  it  is 
found  that  at  times  the  Adjuster  is  in  the  wrong — more  often  not. 
If  the  condition  or  fact  submitted  by  the  Agent  indicates  that  the 
Adjuster  has  been  to  the  best  of  his  ability  following  instructions 
and  the  rules  of  the  company,  then  the  examiner  must  satisfy 
tiie  Agent  and  maintain  the  stand  taken  by  the  Adjuster.  In 
some  mstances  this  is  not  an  easy  task.  Many  agents  have  said 
they  go  into  the  Head  Office  feeling  that  they  are  going  to  come 
out  with  a  few  kind  words,  a  little  flattery,  possibly  some  con- 
genial spirits  and  empty  hands.  Some  of  them  feel  that  the 
people  with  whom  they  came  into  cxmtact  in  the  Head  Office 
are  artists  at  talking  without  saying  anything.  Then  is  not  a 
great  deal  of  truth  in  this.  It  is  my  belief  that  the  average  Head 
Oflke  Claims  man  makes  an  honest  effort  to  satisfy  an  Agent  as 
well  as  the  insured  and  tiie  company,  and  on  such  occasicms  as 
he  is  not  able  to  satisfy  the  Agent  it  is  not  because  he  has  talked 
pleasantly  into  his  ear,  but  because  the  Agent  has  submitted  a 
sttg^iestion  which  cannot  be  ccmi^ed  with. 

While  on  the  subject  of  Ac  work  of  the  Head  Office  Claims 
examiner  it  will  be  interesting  to  determine  what  methods  are 
pursued  in  judging  the  value  of  a  case.  We  shall  assume,  there- 
fore, that  a  notke  of  accident  has  been  received.  The  procedure 
is,  after  a  folder  and  card  entry  have  been  made,  to  call  for  the 
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application  upon  which  the  insurance  is  based,  and  determine 
first  if  the  case  is  covered.  Being  satisfied  upon  that  point  the 
location  of  the  accident  is  carefully  examined.  Assuming  that 
the  claim  arises  out  of  injuries  caused  by  an  automdMle  the 
general  conditions  in  the  locality  are  studied.  This  means  that 
the  examiner  generally  knows  that  in  tht  Cities  of  New  York, 
Boston  and  Philaddphia  the  streets  are  narrow  and  ooogesfced, 
although  in  the  main  flat.  He  knows  that  in  such  cities  as 
Chicago,  San  Francisco,  Los  Angeles  and  others,  the  streets  are 
in  the  main  broad,  the  general  pavement  good  and  excq>ting,  of 
course,  such  a  dty  as  San  Francisco  the  grades  are  not  mmeam 
nor  heavy. 

The  facts  of  the  accident  are  then  carefully  examined  to 
determine  the  speed  of  the  automobile,  the  experience  of  the 
driver,  the  general  condition  of  the  pavement,  traffic,  the  time 
of  day,  the  weather,  the  grade  of  the  streets  and  the  distance 
from  comer  to  comer,  and  curb  to  curb  at  the  scene  of  the  acci- 
dent. He  thai  d^ermines  the  nature  and  extent  of  the  injuries. 
In  connection  with  this,  of  course,  he  must  understand  flie  age 
of  the  injured,  his  domestic  condition,  his  earning  capaciQr,  and 
his  mode  of  living. 

A  boy  of  twdve  years  suffering  a  compound  comminuted 
fracture  of  the  leg  between  tiie  knee  and  the  ankle  has  a  far 
better  chance  of  complete  recovery  without  shortening  of  the  leg, 
or  other  disability  than  a  man  fifty-five  years  of  age  5  feet  5 
inches  in  height  and  250  pounds  in  weight  Doubtless  this  mere 
statement  will  appeal  to  ymir  reason  without  furdier  e3q>lanalion. 
It  will  be  agreed  that  the  man  who  lives  in  comfortable  surround- 
ings, who  can  enjoy  clean  and  wholesome  food,  whose  domestic 
ccmdititm  is  happy,  and  whose  boms  is  kept  neat  and  dean  is 
more  litely  to  experience  an  early  recovery  fnxn  an  injury  than 
one  on  a  small  earning  capacity  with  a  large  family  to  support 
and  improper  food  and  sanitary  conditions.  The  man  who  can 
rit  in  office  and  earn  his  Uving  by  means  of  his  mentality 
rather  than  his  brawn  and  muscle  is  going  to  be  in  anufition  to 
work  much  sooner  than  the  man  who  carries  a  hod  because  one 
man  must  he  upon  his  feet  all  day  while  the  other  follows  a 
sedentary  occupaticm. 

An  effort  is  then  made  to  apply  to  tfie  facts  the  statutes  and 
local  ordinances.  In  many  cities  the  ordinances  permit  a  general 
speed  of  fifteen  to  twenty  miles  per  hour,  except  at  crossings 
where  the  speed  must  not  exceed  e^  to  ten  miles  per  hour.  If 
the  automobile  is  turning  the  comer  the  speed  is  usually  limited 
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from  four  to  six  miles  per  hour.  A  chauffeur  is  not  permitted 
to  pass  a  standing  trdley  car,  and  in  some  cities  he  is  not  per> 
mitted  to  pass  to  ^e  right  of  a  car  which  has  slowed  down  for 
the  purpose  of  taking  on  or  discharging  passengers.  The  fact 
that  one  city  or  town  has  local  ordinances  limiting  the  speed  to 
twdTe  or  fifteen  miles  is  no  reason  for  basing  an  assmiq>ti(m  that 
the  adjoining  town  has  the  same  ordinances.  It  must  be  under- 
stood, of  course,  that  the  mere  violation  of  an  ordinance  does 
not  create  a  liability  or  lay  the  blame  upon  the  driver  of  the 
madiine,  because  if  the  negligence  of  the  operator  lays  in  tiie 
violation  of  an  ordinance  then  that  violation  must  be  the  moving 
or  proximate  cause  of  the  accident  before  he  can  be  held  liable. 

Even  this  rule  has  exceptions  because  in  some  jurisdictions 
the  mere  violation  of  an  ordinance  or  stetute  is  evidence  of  n^> 
gence  and  in  others  is  negligence  per  se. 

Having  applied  these  various  lines  of  thought  to  the  case 
and  Slaving  studied  the  facts  and  laws  then  the  examiner  must 
give  cmsideraticm  to  local  conditi<ms.  Fen*  instance  in  the  States 
of  California,  Washington  and  Oregon  women  may  sit  upon  the 
jury  because  they  have  the  franchise.  In  a  case  like  this  the 
examiner  wants  to  make  sure  that  the  defendant  who  comes  be- 
fore them  is  a  man  of  pleadr^  personality  and  engaging  address. 
He  must  also  ranember  that  in  some  States  it  does  not  require 
the  full  vote  of  a  jury  to  carry  a  verdict — nine  jurors  in  some 
some  States  are  sufficient,  while  in  others,  and  I  may  say  the 
majority,  twelve. 

Finally  he  comes  to  the  question  as  to  the  attitude  of  the 
juries  in  the  various  sections  of  the  country.  A  negro  boy  south 
of  the  Mascni-Dixon  Line,  twelve  years  of  age,  in  most  localities 
of  that  section,  will  bring  a  verdict  for  death  of  approximately 
$2,000.00;  the  death  of  a  white  boy  of  the  same  age  may  result 
in  a  verdict  of  $3,000.00  or  $4,000.00,  and  possibly  more.  In  the 
Middle  West  a  verdict  of  $2,500.00  would  be  c(xasidered  fair, 
while  in  the  State  of  Rhode  Island  the  records  will  show  that 
$1,300.00  is  an  acceptable  figure. 

While  it  cannot  be  accepted  as  a  rule,  under  ordinary  circimi- 
stances  it  may  be  assumed  that  country  juries  are  not  prone  to 
assess  damages  in  as  high  amounts  as  are  given  in  the  Cities  and 
industrial  centers.  The  reason  for  this  is  that  country  juries 
are  composed  of  men  who  can  live  more  cheaply  than  those 
living  in  large  centers,  so  tiiat  what  amounts  to  a  meagre  living 
in  New  York,  for  instance,  would  be  considered  as  a  competence 
in  the  rural  districts  of  New  England. 
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You  will  easily  recognize  that  diversified  lines  of  thought 
must  be  at  the  cotmnand  of  the  examiner  who  is  passing  upon 
claims.  As  I  have  said  before  the  present  day  Adjuster  relies 
upon  different  methods  to  accomplish  his  end  than  the  man  who 
settled  cases  fifteen  years  ago.  There  must  be  in  the  first  place 
certain  physical  characteristics  possessed  by  the  men  in  the 
field  to-day  because  the  demand  of  the  Head  Office  for  facts  and 
details  makes  it  necessary  now  more  than  ever  for  the  Adjuster 
to  go  where  the  facts  are  to  be  found,  no  matter  what  condition 
Ik:  encounters. 

Therefore,  men  of  robust  physique—with  good  judgment— a 
fairly  good  education— ingenuity— versatility  and  pleasing  address 
are  required. 

It  is  not  so  long  ago  tha*  an  Adjuster  was  called  upon  to 

obtain  some  facts  with  reference  to  an  accident  which  occurred 
in  a  coal  mine.  In  going  into  the  mine,  equipped  as  he  was  with 
jumpers,  overalls,  cap,  lamp,  etc.,  he  found  himself  in  a  cross 
entry,  as  fte  passageways  m  Uic  miiKS  arc  called,  far  f rwn  lire 
shaft,  and  face  to  face  with  a  brattice  work  which  shut  <^  his 
further  progress.  In  attempting  to  open  the  door  the  draft  blew 
out  the  light  in  his  lamp,  and  he  found  himself  in  total  darkness. 
He  then  attempted  to  work  his  way  oat  by  keeping  his  hands 
against  the  wall  as  a  guide.  Unwittingly  he  placed  his  hand 
upon  a  wire  carrying  240  volts  of  electricity,  and  used  to  run 
the  little  mine  trcileys  or  motors  which  haul  the  coal  out  of  the 
mine  and  the  empty  cars  mto  it  While  it  seemed  to  tiie  Adjuster 
a  long  time,  still  it  was  only  a  half  minute  or  so  before  the  fire 
boss  came  along  and  seeing  the  man's  predicament  released  him 

by  cutting  the  wire. 

A  while  back  an  Adjuster  called  to  settle  a  case  with  an 

injured  Italian.    He  found  this  man  residing  on  the  top  floor 

of  a  four  story  building  in  the  front  apartment.    He  had  his 

money  distributed  in  various  parts  of  his  person  m  rolls  of  small 

bills,  as  is  often  found  effiective,  and  after  having  agreed  upon 

an  amount  smaller  than  he  had  anticipated  took  out  a  rolltof  bills 

to  pay  the  claimant,  and  take  his  release.   He  had  with  him  an 

Italian  interpreter.   The  sight  of  the  money  aroused  the  evil 

passions  of  an  old  wwnan  who  was  in  the  room,  and  wlule  the 

injured  person  dallied  the  settlement  along  she  went  out  and 

returned  with  four  other  men.   Upon  the  entry  of  the  last  of 

Hiese  men  the  door  was  locked  and  the  money  which  the  Adjuster 

carried  was  demanded.   Before  that  man  got  out  of  the  room 

there  was  a  free  for  all  fight  resulting  in  two  of  the  Italians 
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bdng  floored,  and  the  other  two  being  cowed  into  submissioa. 
Hie  Adjuster  then  went  across  the  street  and  finding  an  aUe 
bodied  longshoreman,  wh<xn  he  knew,  returned  m  his  company, 
paid  the  money  over  and  took  a  release. 

From  this  you  will  understand  that  the  work  of  the  Adjuster 
does  not  always  consist  in  telling  funny  Tories  md  coining  happy 
phrases.  The  work  also  has  its  rough  side.  Superior  mental 
training  and  education  are  required  to  meet  the  fallacious  argu- 
ments advanced  by  attorneys  in  support  of  claims  they  make  for 
tiheir  clients,  and  a  worlotUe  knowledge  of  the  law  of  tXHts 
is  indispensable.  A  speaking  acquaintance  with  medicine  and 
surgery  is  desirable,  some  knowledge  of  mechanics,  manufactur- 
ing and  various  other  lines  is  of  value. 

The  present  day  Adjust  does  not  pursue  the  somewhat 
rough  and  often  crude  mc^ods  of  the  1895  model.  An  illustra<- 
tion  of  the  way  he  works  shows  the  radical  difference  in  pro- 
cedure.  A  short  time  ago  an  Adjuster  was  sent  into  Virginia  to 
dispose  of  a  claim  aridng  out  of  fatal  injuries  recdved  in  a 
steam  boiler  explosion.  He  found  the  widow  living  with  her 
mother-in-law.  She  had  been  married  six  years  and  had  always 
lived  with  her  mother«in-law.  Tbt  widow  had  her  ideas  fixed 
at  $ioy00OX)0  and  they  were  likely  to  stay  at  that  figure  because 
her  mother-in-law  told  her  they  were  too  high.  This  the  Adjuster 
learned  by  calling  at  the  home  and  eating  a  meal.  The  means  he 
finally  took  to  chai^  the  widow's  ideas  were  to  learn  when  *tlM^ 
widow  was  going  to  be  away  fr<mi  home  and  Ikm  call  upcm  tiie 
mother-in-law  and  satisfy  her  that  the  widow's  demands  were 
entirely  reasonable.  The  claimant  was  making  efforts  to  settle 
the  case  so  tiiat  she  could  get  sufficient  numcy  to  enable  her  to 
to  buy  a  little  home  and  thi^  enaUe  her  to  live  apart  from  htt 
mother-in-law.  The  following  day  the  widow  called  at  the  office 
and  told  the  Adjuster  that  she  was  sick  and  tired  of  the  inter- 
ference of  Ae  mother4n-4aw,  and  if  thct  case  could  be  settM 
immediately  tor  a  slight  advance  over  die  previous  offer  of  the 
Adjuster  she  would  be  satisfied.  The  deal  was  closed  through  the 
kind  assistance  and  interference  on  the  part  of  the  mother-in-law. 

Another  evidpice  of  the  |Hresent  day  Adjuster's  m^ods  is  in 
a  case  whidi  was  settled  within  the  last  six  nnnitiis.  The  daim- 
ant,  a  Mexican,  was  demanding  an  exhorbitant  amount  of  money 
for  comparatively  trival  injuries.  His  ideas  hovered  around 
$ipoaoo  and  he  was  finally  brought  down  to  $600^.  The  Ad- 
juster then  told  him  he  would  pay  him  600  pesos  and  ^e  Mexican 
accepted  the  offer. 
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There  is  another  of  the  adjusters  requirements,  however, 
which  is  more  important  than  any  other  qualification  and  that  is — 
absdttte  moral  in^;rity  and  a  highly  sensative  conscience.  The 
temptati<ms  in  the  way  of  the  Adjuster  are  many  and  varied.  He 
is  assailed  on  all  sides  by  suggestions  from  dishonest  champerters, 
from  claimants  themselves  and  occasionally  from  policyholders. 
There  are  so  many  ways  by  which  a  few  dollars  can  be  put  into 
tiic  hands  of  an  Adjuster  who  is  not  entitled  to  tiiem,  that  the 
wonder  is  such  a  comparatively  few  men  in  the  business  give  way. 
nausible  suggestions  and  arguments  are  made  to  them  to  ease 
die  burden  upon  their  ansdence.  This  dai^^erous  omditicm,  if 
no  other  argument  were  available,  would  be  sufficient  to  indicate 
the  inadvisability  of  entrusting  to  young  men  just  starting  into 
business,  and  earning  small  salaries,  the  handling  of  money  in 
the  setderaent  of  cases.  It  is  true  that  some  coo^anies  have 
lost  money  through  the  peculation  of  Adjusters,  but  I  am  firmly 
convinced  that  the  number  of  men  who  have  thus  gone  wrong, 
and  the  amount  of  money  they  have  wrongfully  taken  is  infinitesi- 
mal compared  vdth  the  total  amount  of  funds  handled  and  the 
large  number  of  men  engaged  in  the  work. 

The  1916  Claim  Adjuster  must  be  a  hard  headed,  well 
equipped,  sensible  man  who  does  not  allow  his  heart  to  run  away 
with  his  head.  He  must  look  to  the  best  interests  of  his  Gompanj 
at  all  times  and  deal  largely  in  facts  rather  than  romances. 

Some  novel  propositions  are  put  before  the  Adjusters  to  de- 
cide and  a  logical  nnnd  ccwpled  with  a  large  volume  of  cotnmoa 
sense  must  be  applied  to  the  problrai.  Tlie  business  has,  of 
course,  its  amusing  features  at  times:  A  short  time  ago  an  ad- 
juster who  was  handling  a  personal  accident  case  was  trying  to 
discover  why  a  man  had  suffered  sudi  severe  injuries  as  to  result 
in  death  by  falling  out  of  bed.  His  theory  was  that  apoplexy 
was  the  cause  of  death  but  the  statement  of  the  relatives  was  to 
the  effect  that  the  deceased  had  a  nightmare.  He  dreamed  that 
he  was  riding  horseback  and  on  a^tfnxsadiing  a  precipitous  cliff 
the  horse  had  lost  his  footing  and  had  dirown  the  man  over  tiie 
cliff.  The  dream  was  so  realistic  that  the  deceased  fell  out  of 
bed  and  upon  striking  the  floor  suffered  a  serious  internal  injury 
from  which  he  died  without  regsintng  consciousness.  The  natural 
question  vmuld  be  ^How  did  they  know  he  was  drouning  and 
how  did  they  know  what  he  was  dreaming?"  An  autopsy  sub- 
sequently proved  that  the  man  died  from  causes  other  than  acci- 
dental means. 

Occasionally  he  gets  such  a  letter  as  tliis  r^'^We  endoae 
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herewith  notice  of  injury.  Mr.  DavidscMi  rather  accidentally  was 
not  killed  by  the  explosion  of  a  cast-iron  gas  heater."  An  illustra- 
tion of  one  or  two  novel  propositions  encountered  and  some  of 
tlte  hard  im>blems  whtdi  the  examiner  is  called  upon  to  stAvt 
will  prove  interesting. 

In  Massachusetts  a  tenant  residing  in  a  tenement  house 
covered  hy  a  generaA  liability  policy,  ccmtracted  tyi^id  fever 
and  claimed  that  it  was  brought  about  by  the  unsanitary  condition 
of  the  toilet  which  was  situated  in  the  cellar  of  the  premises  in 
question. 

Another  case  was  that  where  a  women  died  of  pneumcmia. 
The  representative  of  this  woman  claimed  that  this  was  brought 
about  through  the  lack  of  heat  in  her  tenement,  the  heater  having 
bea)nie  out  of  repair.  The  policy  coverii^  the  premises  in  ques- 
tion was  the  usual  General  Liability  covering  "bodily  injuries 
accidentally  suffered."  This  policy,  of  course,  is  much  broader 
than  it  was  three  or  four  years  ago  when  it  was  limited  to, 
^'bodily  injuries  caused     external,  vidient  and  accidental  m^uis.'^ 

Upon  looking  into  the  law  on  this  subject,  it  was  found  that 
under  the  broader  policy  the  courts  are  now  construing  a  disease 
as  a  bodily  injury  and  since  an  accident  is  an  event  which  is  un- 
expected, or  the  cause  of  which  is  unforeseen,  these  two  cases 
were  accepted  as  covered  by  the  policy.  The  main  cases  on  this 
subject  are  as  follows:  Columbia  Paper  Stock  Company  vs. 
Fidelity  &  Casualty  Company  of  New  York,  104  Mo.  Ap. — it 
was  held  that  kidney  disease  contracted  by  an  employe  by  hand- 
ling infected  rags  for  her  employer,  is  a  "bodily  injury  acciden- 
tally suffered"  within  the  terms  of  an  employer's  liability  policy. 

In  the  case  of  Hood  &  Scms  vs.  Maryland  Casualty  Co.  206 
Mass.  223  it  was  held  that,  glanders  contracted  by  an  employe 
who  had  been  working  upon  horses  suffering  with  the  disease 
was  ''a  bodily  injury  accidentally  suffered/'  within  the  terms  of 
an  employer's  liability  policy. 

The  same  ruling  was  also  held  where  an  employe  contracted 
typhoid  fever  in  a  late  case»  Portland  Gas  &  Coke  Co.  vs.  Aetna 
Life  Insurance  Co.  decided  by  the  Circuit  Court  of  the  U.  S.  for 

the  District  of  Oregon,  on  June  21,  1915. 

In  clo^ng  I  wish  to  pewit  out  briefly  what  I  consider  to  be 
a  defect  in  our  present  syst^  of  rate  making,  and  that  is  the 

lack  of  the  application  to  the  rate  basis  of  information  which  the 
Adjuster  and  Claim  Examiner  both  must  consider  in  fixing  the 
value  of  cases.   For  instance  it  is  to  be  seriously  doubted  that 
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the  fact  that  wmnen  serve  upon  the  jury  in  somt  States  of  our 
Union  is  given  any  serious  c<msideration  by  actuaries,  al^ugh 
there  is  no  question  that  this  fact  has  a  bearing  upon  the  value 
of  claims.  It  is  open  to  question  that  the  rate  making  bodies 
c€»sider  the  attitude  of  juries  in  respect  to  the  measiu^  of 
damage.  You  will  recall  that  I  have  before  stated  that  a  case 
may  have  different  values  in  different  parts  of  the  country.  It 
is  not  probable  that  the  decisions  of  the  courts  are  given  any 
serious  rdSectkn  in  changing  automobile  rates  for  instancy  nor 
that  statutes  affecting  the  speed  of  automobiles,  the  age  at  whidi 
a  person  is  permitted  to  drive  an  automobile,  and  many  other 
similar  questions  have  the  bearing  that  they  are  entitled  to  in 
rate  making.  Do  you  not  agree  diat  a  perscm  who  may  properly 
drive  an  automobile  in  one  State  at  the  age  of  sixteen  is  not 
likely  to  use  good  judgment  and  have  those  qualifications  of 
strength  and  quick  wit  which  are  the  necessary  requisite  to  a 
|^x>d  automobile  driver?  Presumably  there  is  no  argumoit  on 
the  question  that  automobiles  are  safer  in  the  hands  of  people 
eighteen  years  of  age  and  more  than  in  the  hands  of  persons 
between  the  ages  of  fifteen  and  eighteen. 

Furtfaermcxre  how  much  ccmsideratioil  do  you  believe  is  given 
to  the  question  of  topography.  Let  us  consider  the  two  cities  of 
Buffalo  and  Cincinnati.  There  is  not  a  great  deal  of  difference 
in  the  population  of  the  two  cities  yet  where  Buffalo  has  broad, 
well  paved  streets  with  practically  no  grades  the  Cincinnati  streets 
are  not  particularly  well  paved;  they  are  narrow,  traffic  is  con- 
gested and  there  are  many  steep  hills  in  the  City  proper  with 
dangerous  curves.  The  natural  tendency  for  a  man  about  to 
drive  an  automobile  up  hill  is  to  secure  sufficient  momentum  on 
the  level  to  carry  him  as  far  as  possible  without  the  necessity 
of  changing  his  gears.  An  accident  occurring  at  the  foot  of  one 
of  these  hilly  streets  is  usually  caused  by  excessive  speeding. 

Look  again  at  the  Qty  of  Detroit.  There  is  a  city  with  a 
population  somewhat  larger  than  Buffalo,  but  not  substantially  so. 
The  physical  conditions  are  similar  in  that  the  streets  as  a  rule 
are  broad,  well  paved  and  not  congested  with  traffic  Yet  the 
conditions  are  differrat  due  to  the  fact  that  there  are  a  great 
many  automobile  manufacturers  in  the  City  of  Detroit;  there  are 
a  great  many  more  automobiles  running  on  the  streets,  and  so 
many  amdents  have  resulted  from  the  testing  out  on  the  public 
highways  of  motors  in  the  process  of  assraiUing  that  there  is 
a  very  bitter  prejudice  against  automobile  drivers,  and  the  result 
of  this  is  reflected  in  the  attitude  of  claimants  as  well  as  jurors. 
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It  cannot  be  douUcd  that  the  man  who  must  go  into  fac- 
tories, apartment  houses,  office  buildings  and  other  places  where 

the  risks  upon  which  the  insurance  is  carried  are  seen  in  opera- 
tion, is  in  position  to  give  valuable  suggestions  to  the  rate-maker, 
and  furthomore,  there  is  no  serious  questioning  the  fact  that  ^e 
Adjuster  understands  better  than  the  underwriter  the  hazards 
upon  which  the  rates  are  based. 

The  imderwriter  and  rate-maker  is  guided  largely  by  the 
result  of  appUcaticm  of  the  knowkdge  of  trade  and  occupations 
of  tile  individual  insured,  some  knowledge  of  the  localities  in 
which  the  risks  exist,  and  in  rare  instances  a  personal  acquaint- 
ance with  the  Insured  himself;  but  even  from  this  standpoint 
it  is  possible  that  a  better  than  average  risk  to  the  imderwriter 
would  be  an  expmsive  hazard  from  the  daims  standpoint.  This 
is  true  not  only  in  liability  insurance  but  in  compensation  insur- 
ance* 

How  much  thought  do  you  suppose  is  given  to  the  qu^tbn 
of  the  accessibility  of  a  risk  frcnn  the  nearest  daims  office?  How 
often  is  the  proximity  of  a  competent  surgeon  to  the  employers 
liability  risk  considered?  The  traveling  charges  of  a  physician 
located  sock  distance  from  a  plant  are  worthy  of  condderation, 
and  on  one  individual  risk  tiiey  may  make  all  the  difference  be- 
tween a  profit  and  a  loss. 

The  claim  man  knows  whether  the  court  procedure  in  a 
certain  locality  is  so  cumbersome  as  to  make  it  expensive  to  handle 
either  litigation  or  settlements  arising  out  of  mjuries  to  minors. 

To  those  of  you,  therefore,  who  may  have  any  interest  in 
this  subject  I  offer  this  suggestion  that  all  rate-making  bodies 
dmild  mdude  during  their  ddiberatkms  one  or  more  rcpresenta- 
ttvfs  fr<Hn  the  Qaims  Department 
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